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MOUNT ROYAL RICE MILLS LIMITED 


ANNUAL REPORT OF THE BOARD OF DIRECTORS 


The Consolidated Balance Sheet and Consolidated Statements of Earnings and 
Retained Earnings and Changes in Financial Position for the fiscal year ended February 
28th, 1977 are herewith submitted, being the 95th Annual Statement of the affairs of 
the Company. 


Net Earnings for the year after all charges and after payment of Preferred 
Dividends of $27,913 was $897,592 or $3.74 per common share. 


This year-end result reflects an increase in earnings of 10¢ per share despite a 
reduction in gross revenue from $20,778,000 to $18,810,000. The slight improvement 
in earnings is gratifying particularly as it occured during a difficult period in the 
market due to declining commodity prices and increasing competition. 


During the year, capital expenditures amounted to $188,500 of which 
approximately $56,000 was expended on acquiring land adjacent to our plant in 
Windsor, Ontario and $100,000 was for the purpose of increasing the efficiency of our 
packaging facilities and our canned rice production line. In addition, the 7% sinking 
/fund bonds were reduced by an amount of $130,000 and there now remain $330,000 
outstanding of the original $1,250,000. The result after these expenditures, and after 
total dividend payments of $399,913, and other lesser items, was an increase in the 
Company’s working capital of $574,000 to $5,078,000. 


For the first time in a number of years, the Company used TV advertising in 
its two major marketing areas, Montreal and Toronto, to promote Dainty Instant Rice. 
Preliminary results obtained to date are encouraging. It is our intention to continue 
this advertising program during the current year. 


In regard to marketing of our patended Fried Rice abroad under license, little 
progress has been recorded in the past year but we are still hopeful that this activity 
will produce some revenue for the Company. Discussions are currently being held with 
manufacturers in the United States with regard to production in that country, under 
license, but this is still in the exploratory stages. 


The past year also includes the first full year’s operation of our brokerage 
subsidiary in Quebec City, A. Frs. Turcotte Inc.; results were satisfactory, particularly 
in terms of being able to provide province wide coverage for our principals. 


In Montreal, our fully-owned brokerage subsidiary R. DeVaudreuil Cie Ltée 
had an excellent year both in increased sales volume and the addition of new clients. 
Under new management, this subsidiary has given a notable performance and prospects 
for the coming year look promising both for these two brokerage companies and for 
Dainty Foods Limited. 


The Directors wish to express their sincere appreciation to the Company’s staff 
and employees who by their work and loyalty have contributed to the success of the 
Company. 


On behalf of the Board, 
ALEXIS REFORD 
President 
May 1977 


MOUNT ROYAL R 
CONSOLIDATED BALANCE SHEE 


ASSETS 


1977 1976 
CURRENT 
Certificates of depositis 3 33... 2 ae ee ener ee 2,820,000 2,000,000 
Accounts réce1vablecis..6..caaiee eee seen pee ee 1,347,060 PAT P2 0/3: 
Current instalments on mortgage 
loan receivable: 3. See eee eee ee eee ee — 27,000 
Inventories” \cs4 oy see ee ee ee ee 6212990 2,247,060 
Prépaid expenses teen) in cen ra ee ee eee ee 26,589 16,042 
5,815,639 5,567,375 
MORTGAGE LOAN RECEIVABLE ............. ever ac dea tae toe f _—_ __ 189,000 
FIXED 
Land, buildings and machinery, at cost ..............0.....c00cccccereee 4,236,093 4,062,171 
Less: Accumulated depreciation 000.000.0000... 1,631,012 1,441,923 
2,605,081 2,620,248 
INTANGIBLES 
Excess of cost of subsidiary over the values 
assigned to the net assets, less amortization.............. 52,500 56,346 
Goodwillless ‘amortization: a. es 108,000 120,500 
160,500 176,846 


On behalf of the Board: 
ALEXIS REFORD, Director 
W. J. CROSS, Director 


AUDITORS’ REPORT 


To the Shareholders of 
Mount Royal Rice Mills Limited. 


We have examined the consolidated balance sheet of Mount Royal Rice Mills Limited and its 
subsidiary companies as at February 28, 1977 and the consolidated statements of earnings and retained 
earnings and changes in financial position for the year then ended. Our examination was made in accordance 
with generally accepted auditing standards, and accordingly included such tests and other procedures as we 
considered necessary in the circumstances. 


In our opinion, these consolidated financial statements present fairly the financial position of the 
company as at February 28, 1977, the results of its operations and the changes in its financial position for 
the year then ended, in accordance with generally accepted accounting principles applied on a basis consistent 
with that of the preceding year. 


(Signed) CAMPBELL, SHARP, NASH & FIELD 
Montreal, March 31, 1977. Chartered Accountants. 
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~E MILLS LIMITED 
|S AT FEBRUARY 28, 1977 


LIABILITIES 


CURRENT 


IBAHKEAC VAN CESHRe MEER — tert toe yh pete el ot Anh ae 


Accounts payable and accrued liabilities . 


RMCOMCRMAXKCS DAV ADIC Sarre. ts mea ins uae titngraein ese ides 


Current portion of long-term debt ........ 


LONG-TERM DEBT 
7% Collateral Trust Sinking Fund Bonds 


maturing $70,000 annually to 1986 00.0... 
essere dior Sinking Mundie... j.5.05) cede tases nee as 


DEFERRED INCOME TAXES . 


SHAREHOLDERS’ 
CAPITAL STOCK 


Preferred, 5.80% cumulative, redeemable shares of 
a par value of $25.00 each 
Authorized and issued 18,213 shares 

(1976 — 19,738 shares) 

Common (Class A and Class B) shares without 
nominal or par value 
Authorized .................. 
ISSUGdT i ee eee 


600,000 shares 
240,000 shares 


ROMER IBC PED SUR PIU i hii csi. oot tiene ieatbie scenes cares 


Roe POO EV CEN TCIN DINGS, och 2 oer cape ee de ess each ener 


1977 


198,638 
473,939 
54,244 
10,000 
736,821 


690,000 
360,000 
330,000 

90,000 
420,000 


1,030,000 
2,186,821 


EQUITY 


455,325 


175,000 
630,325 


87,066 


5,677,008 


6,394,399 


$8,581,220 


1976 


405,471 
640,291 
2,236 
15,000 


1,062,998 


760,000 
300,000 


460,000 
100,000 


560,000 


1,035,000 
2,657,998 


493,450 


175,000 
668,450 


75,605 


5,151,416 
5,895,471 


MOUNT ROYAL RICE MILLS LIMITED 


CONSOLIDATED STATEMENT OF EARNINGS AND RETAINED EARNINGS 


For the Year Ended February 28, 1977 


1977 
GROSS REVENUE: hic mck dc eee ee ee ce ee $18,809,531 
EARNINGS FROM OPERATIONS ....00o000.00...cccccececeettctees 1,855,923 
Deduct: Depreciation 3. ..0.4.08 ee ee ee 199,471 
Amortizationio£ intangiblese-se es ee eee 16,346 
Interest on long-term debt ..............cccee ee 29,601 
245,418 
EARNINGS BEFORE INCOME TAXES |... 1,610,505 
INCOME TAXES 
Un re rit coon ee icc eer ea ea Pe eee 690,000 
De fered iy: eet ee ee Aes eee ee era (5,000) 
685,000 
NET EARNINGS |.2).) 2 cevocteee tess ee. ace eee 925,505 
RETAINED EARNINGS, beginning of year ....................0....00.... 5,151,416 
6,076,921 
DEDUCT: 
Dividends on preferred shares: ..).a0.cee se 27,913 
Dividends onrcommontsharese te eee 359,036 
Tax paid on 1971 Undistributed Income on Hand ................ 12,964 
_ 399,913 
RETAINED EARNINGS, end Of year ..............0ccc00:.ccccereccsencaee $ 5,677,008 


EARNINGS PER COMMON SHARE 
(after preferred dividends) ”.....c.5nc.cees nes phen $3.74 


1976 


$20,778,348 


1,817,828 


197,295 
7,029 
44,150 


248,474 


1,569,354 


678,980 
(12,000) 


666,980 


902,374 


4,650,518 


5,552,892 


29,747 
371,729 


401,476 


$ 5,151,416 


$3.64 


MOUNT ROYAL RICE MILLS LIMITED 


CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 
For the Year Ended February 28, 1977 


WORKING CAPITAL INCREASED BY 
Operations 
Net earnings 
Add (deduct): Items not affecting working 
capital 
Depreciation and amortization .................. ; esha 


Deferred ancOme taxes cs. coon sersi asa ecvsvnw enc eens 


Gain on purchase for cancellation of sinking 
RU CEDON USE es etre antec eee erate a: 


Payments on mortgage loan receivable 0. 
Increase in long-term debt — other 0... Bre 


WORKING CAPITAL DECREASED BY 


Burchaseror tixedsassets @...5c.ccsse nies anit suee eee urseanseas 


Investment in and working capital deficiency 
of subsidiary at date of acquisition ......... 


Hong-term: debtcurrentiyaduel...45-..5. ee eee eer te 


Cost of purchase for cancellation 
Sinking fUnG bOndSseerer eee ramet ye 


IPTETETTECISHATES Benet eee RA ate aec ho etoe neta sce 
Dividendsioneprererredishares my wearer eaters 
Dividends Oni COMMON SHALES sae eee eee 


Tax paid on 1971 Undistributed Income on Hand .............. 


NET INCREASE (DECREASE) IN WORKING CAPITAL .... 


WORKING CAPITAL, beginning, of year? ...........00.0.0.0c8eeee 


Pa ROUNG CAPT PAL, CMO Of VORP ccc fuices cae sscerscdere secocanemasess 


1977 


925,505 


215,817 
(5,000) 


(20,500) 
L115 ,822 


189,000 


1,304,822 


184,304 


10,000 


109,500 
26,664 
ZS 

359,036 
12,964 


730,381 


574,441 


4,504,377 


$ 5,078,818 


1976 


902,374 


204,324 
(12,000) 


(45,050) 
1,049,648 


27,000 
115,000 


1,191,648 


342,923 


184,847 
15,000 


234,950 
26,700 
29,747 

371129 


1,205,896 


(14,248) 


4,518,625 


$ 4,504,377 


MOUNT ROYAL RICE MILLS LIMITED 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
FEBRUARY 28, 1977 


1. ACCOUNTING POLICIES 
PRINCIPLES OF CONSOLIDATION 


The consolidated financial statements include the accounts of the company and 
its wholly-owned subsidiaries. 


On consolidation all significant inter-company items are eliminated. 


INVENTORIES 


Inventories are valued at the lower of cost and net realizable value. Cost is 
determined on a “first’in, first-out” basis. 


DEPRECIATION OF FIXED ASSETS 


Fixed assets are depreciated on a straight-line basis at the following rates: 


Buildings — 2% % 
Machinery and equipment — 74% - 20% 
INTANGIBLES 


The excess of the cost of acquiring a subsidiary over the values assigned 
to the net assets is carried in the consoliated balance sheet as an intangible asset 
and is being amortized on a straight-line basis over a period of ten years. 


Goodwill is being amortized on a straight-line basis over a period of ten years. 


FOREIGN CURRENCY TRANSLATION 


Transactions during the year originating in foreign currencies are translated to 
Canadian funds at the rates of exchange prevailing on the transaction dates. 


Current assets and current liabilities in foreign currencies at year end are trans- 
lated at the rates of exchange prevailing on that date. 


2. LONG-TERM DEBT — OTHER 


Balance owing on the purchase of subsidiary company |.................cccececeee 100,000 
Less*e Portions dues within Onemyeat 2. ee 10,000 


Due in annual instalments of $10,000 with 8% interest... $ 90,000 


These annual instalments will be reduced if the subsidiary fails to meet specified 
levels of revenue. 


MOUNT ROYAL RICE MILLS LIMITED 


3. CAPITAL STOCK 


The preferred shares are redeemable out of capital at a premium of 1.80% to 
February 15, 1978 and thereafter at 1%. 


Supplementary Letters Patent obtained during the year provided for the increase in 
the authorized capital of the company by the creation of 300,000 Class “B” convertible 
shares without nominal or par value and redesignated the former common shares as 
Class “A” convertible shares without nominal or par value so that the aggregate 
authorized common capital would be $775,000. 


The Class “A” and Class “B” shares rank equally in all respects except that dividends 
declared on Class “B” shares may be paid out of certain defined portions of retained 
earnings resulting in a different Canadian income tax treatment when such dividends 
are received by shareholders. 


The total Class “A” and Class “B” shares issued and outstanding at any one time 
cannot exceed 300,000 shares. At the option of the shareholder, each Class “A” share 
may be converted at any time into one Class “B” share, and vice versa. 


During the year 94,079 Class “A” shares were converted into Class “B” shares 
resulting in the following status of the common capital at February 28, 1977: 


Shares Shares 
Authorized Outstanding 


GlassiAxiconvertible my. e. acre ae aoe: 300,000 145,921 
GlassiuBarconvertibler aor ee eee 300,000 94,079 
600,000 240,000 


4. CONTRIBUTED SURPLUS 


Contributed surplus represents the gain on purchase for cancellation of preferred 


shares as follows: 


Number of 
shares Amount 
Balance atsberinnin clolaVcata ent ete e ete 20,262 75,605 
Gain on purchases during year... ees L725) 11,461 


Balancexatend:ofsyeateee 6 perce eso hic een: 21,787 $87,066 


MOUNT ROYAL RICE MILLS LIMITED 


5. REMUNERATION OF DIRECTORS AND OFFICERS 


Number Remuneration 

19771976 «19771976 
Difectors...2 Sadie cn eta ee ee 9 9 $ 10,100 $ 9,600 
Officers (two ares directors) eae eee 3 4 $108,700 $102,600 


The directors’ remuneration is paid by Mount Royal Rice Mills Limited and the 
officers’ remuneration is paid by Dainty Foods Limited. 


6. COMMITMENTS 


Normal commitments have been made for the delivery, as required before April 30, 
1978, of rice valued at a net price of $8,000,000 payable in U.S. funds. 


7. ANTI-INFLATION LEGISLATION 


The company is not subject to the mandatory guidelines of the Anti-Inflation Act 
pertaining to prices, profits and compensation. It is subject to the mandatory dividend 
restraints which limit dividend payments on common stock to $1.674 per share during 
the period from October 14, 1976 to October 13, 1977. 
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